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KEY ECONOMIC INDICATORS 


All Values in Million U.S. $ Exchange Rate as of 4/13/74 

Unless Otherwise Stated U.S. $1.00 = 4398.9 

: Cumulative % Change 
1972(A) 1973(B) _1974 (C) (B/A) _(C/B) 

INCOME, PRODUCTION, EMPLOYMENT 


BOK Daily Ave. Exch. Rate, M per $ (3/74) 392.9 398.3 398.2 1.4 -0.2 


GNP at Current Prices, Million $ 9,824 12,261 
GNP at Current Prices, Billion won 3,860 4 ,884(p) 26. 5* 
GNP at Constant (1970) Prices, Mil. $ 9,735 11,379 
GNP at Constant (1970) Prices, Bil. won 3,024 3,534(p) 16.9% 
Per Capita GNP, Current Prices, US $ 304 373 
Per Capita GNP, Current Prices, won 119, 283 148, 414(p) 24 4s 
Fixed Investment, Current Prices, Mil.$ 1,986 2,944 
Fixed Investment, Current Prices, Bil.won 780 1,173(p) 50.3% 
Indices: (1970) = 100 
Industrial Production (2/74) 132.2 179.4 204.8(p) 35.7 
Avg. Industrial Labor Productivity 123.0(r) 137.4 11.7 
Avg. Wage in Mfg. (Nominal) 138.1 153.4(e) Md 
Employment (1,000 persons) 10,559(r) 11,139 5.5 
Avg. Unemployment Rate (% 4.5 4.0 - 
MONEY AND PRICES VY 
Money, Current Prices, Mil. $ _ (3/74) 1,302 1,837 1,889(p) 
Money, Current Prices, Bil, won (3/74) 519 730 7T54(p) 
External Debt Outstanding ,, 2,874 3,319 
External Debt Service Ratio— 17. 13. 
Interest Rates, Comm'l Bank Avg. (%)(3/74) 17. 15. 
Wholesale Price Index, 1970 = 100 (3/74) 123. 132. 
Seoul Consumer Price Index, 1970=100(3/74) 125. 129. 
BALANCE OF PAYMENTS AND TRADE 
Gold ami Gross For. Exch. Reservel/ (3/74) 697. 
Net Goods and Services -541. 
Balance of Trade (BOP Basis) -574. 
Exports, FOB (Customs Basis) (2/74) 1,624. 
To U.S. 759. 
Imports, CIF (Customs Basis) (2/74) 2,522. 
Fron U.S. 647. 
U.S. Share of Market (%) 25 
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Main Exports to U.S. 1973©/ (Value in $ million; % change over 1972). 
Clothing($247; 3) Plywood ($173; 23) Electrical Products($172; 129) Iron & Steel 
Products($65; -10) Wigs ($625 9) Footwear($58; 41). 
Main Imports fron U.S. 1973— (Value in $ million; % change over 1972). 
rain($447; 51) Electrical Products($130: 88) Transportation Equipment($127; 338) 
; 35) Ores & Metal Scrap ($78; 144). 
= Preliminary. r = Revised. e = Estimated. #= Compared to same cumulative portion of B. 
* Percentages computed on won rather than dollar basis to avoid exchanze rate distortions. 
Data are for end of period; all other data represent average or cumulative for period 
indicated. 
Embassy estimate: Includes payments on all debt (of one year and more maturity) 
as % of total exports of poods ani services. 


Source: Bank of Korea, Economic Planning Board and Office of Customs Administration. 





SUMMARY 


Korean economists expect this year's growth in real output to 

be in the 8 to 9% range, or about half of last year's record 
gain. Exports doubled in 1973 to reach $3.3 billion. The 
Government's target of a $1.2 billion increase in exports in 
1974 to $4.5 billion is expected to be realized, mainly due to 
price increases. The first half of 1974 may combine a fairly 
strong export performance with a domestic sector slowdown as 
adjustment to an approximately 30% price gain in the first 
four months. Industrial construction appears to be declining. 
Production was still rising in the first quarter but inventories 
were also increasing due to slower domestic and foreign demands. 
Overall, the outlook is for Korea to weather the "oil crisis" 
through slower growth and heavier foreign borrowing. 


For the United States, Korea is becoming increasingly important 
as a market. Korean imports from the U.S. in 1973 amownted to 
nearly $1.2 billion. While competition is severe, U.S. business- 
men taking the trouble to explore sales opportunities and develop 
customer contacts in Korea can secure large orders, especially 

in the sectors now being promoted under the Government's heavy 
and chemical industry development program. Investmmt entry is 
less free and easy than in the earlier years of Korean develop- 
ment, but the investment climate remains generally favorable. 


CURRENT ECONOMIC SITUATION AND TRENDS 
Record Growth in 1973 


Korea's Gross National Product expanded by a record 16.9% in 

real terms in 1973 (preliminary data) following the disappointing 
growth of 7.0% in 1972 and an average growth of "only" 8% during 
1970-72. The 1973 expansion was broadly based, led by vigorous 
growth in the export of both goods and services. Commodity 
exports (see Table 1) increased by 57% in real terms as Korea 
benefited from strong external demand -- particularly in Japan -- 
and from price advantages resulting from 1973 exchange rate 
changes. 





Table 1. KOREAN EXPORTS, 1972 & 1973 


connaninanestnnaseiniineenieendeamemttemansentttencenndicamipsnsisnamammdmmelits ‘ z 
Unit: U.S. $ million 


% Chane 
Destination 1972 4 1973 & 73/72 


U.S. 759 46.7 1,919 06 34.3 
Japan 4O8 Sek 1,240 30. 203.9 
Europe 165 19.2 381 Let 130.9 


Total 1,624 100.0 J eeek 190.0 98.3 


Source: Office of Customs Administration (OCA). (OCA statistics do not 
include military-related exports to Vietnam or offshore tuna sales. 
Balance of payments ficures are adjusted to include these. ) 


A tourism boom -- also principally Japanese -- accounted for the 
major increase in Korea's invisible earnings. Both manufacturing 
(see Table 2) and the output of the social overhead sector (largely 
public utilities) rose rapidly throughout the year and private 
construction continued its recovery from the 1972 slump, increasing 
447 over 1972. Increased construction, together with a major 
expansion in machinery and equipment outlays, boosted gross fixed 
investment by 32% over 1972 levels. 


Although Korea's economy performed exceptionally well during 1973, 
growing materials shortages and rapidly rising prices were starting 
to be felt in the closing months, as oil crisis effects were added 
to price increases in other imported commodities. Thus, 1973 

ended on a rather somber note for the Korean economy, after real 
GNP had grown in the first three quarters by an estimated 20.2% 
over the year-earlier period. 


1974 Outlook: Growth at One-Half the 1973 Rate 


The Economic Planning Board has estimated that 1974 GNP will 
increase by about 8% over 1973 in real terms, with exports - 
Korea's leading growth sector - increasing by only 12% in real 
terms, compared to 57% in 1973. The EPB expects that slower 
growth in Korea's principal foreign markets, Japan and the U.S., 
and increased Korean costs will limit export gains. 





Table 2. 


Food Grains, 1,000 MT 

Portland Cement, 1,000 MT 

Anthracite Coal, 1,000 MT 

Electric Power Generated, Mil. Kwi! 
(For Industria}, Use) 

Plywood, 1,000 M 

Urea Fertilizer, 1,000 MT 

Sewing Machines, Units 

Cotton Fabrics, 1,000 M@ | 

Synthetic Fabrics, 1,000 M* 


PRODUCTION OF MAJOR ITEMS, 1971-1973 


1971 


7,274 
6,872 
12,785 
10,540 
6,813 
1,375 
669 
128, 940 
233,782 
151,107 


1972 


7,207 
6,486 
12,403 
11,839 
7,799 
1,663 
691 
111,551 
201,189 
204,371 


1973/ 


7,163 
8,175 
13,571 
14,826 
10,050* 
1,916 
698 

228 567 
264,259 
332,084 


Sweaters, 1,000 Units 

Bunker C Oil, 1,000 KL 

Telephones, Units 

Motor Vehicles, Units?/ 

Steel Ingots, 1,000 MT 

Rolled Steel Products, 1,000 MI 
Radio and TV Receivers, 1,000 Units 


49,073 
6,576 
121,505 
23,945 
471 
1,290 
L237 


7€,716 
8324 
172,462 
26,220 
1,161 


2,420 


73,063 
7,091 
162,372 
17,048 


p/ Preliminary a/ Excludes motorcycles * Estinate 


Source: Bureau of Statics, EPB 


The slowdown in the growth rate of exports is expected to reduce 
growth in the main non-agricultural sectors to about half their 
1973 rates. The 15% increase projected for manufacturing output 
is about the same as 1972. A cutback in construction plans is 
expected because of the changes anduncertainties in the economic 
climate. Because of this and the small increase expected in 
capital goods imports, the ROKG has projected virtually no growth 
in gross fixed investment in 1974. The agriculture, forestry 

and fisheries sector is forecast to grow at 3.5%, or less than 

in 1973 when a bumper rice harvest was experienced. 


Oil Impact Will Widen Payments Deficit 


Due mainly to greatly increased prices for crude oil and other 
commodities, the Korean balance of payments gap is expected to 
widen substantially in 1974. As Table 3 indicates, the goods 
and services deficit is forecast to increase from $467 to $1,241 
million. Fortunately, Korea was able to increase its foreign 


exchange holdings by 49% in 1973 


worthiness, it expects to borrow 
even increase its gross holdings 


and, due to its improved credit- 


sufficient funds to maintain or 
in 





Table 3. SUMMARY OF BALANCE OF PAYMENTS 


Unit: Million U.S. Dollars 


Actual Prel. % Change ORB a? % Change 
1972 _—«2i1973 73/72. :1974— 74/73 


4,468 36.8 
5,580 
-1,112 
110 
-239 
-1,241 
21 
-1,000 
1,108 
1,272 
328 
472 
124 
140 


Exports 1,676 3,266 Qu, 
2,250 3,817 69. 
-575 551 -4, 
Receipts for Services 173 256 4g 
Investment Income -140 -172 22. 
> Goods and Services -541 -467 -13. 
Transfer Receipts 170 188 10. 
Current Account -371 -279 
Capital (1+2+3): 489g 630 
. Long-term Arrivals (1 yr. & above) 786 ag2 26. 
Public Loans, 3 year & above 324 369 a3; 
Commercial Loans, 3 year & above 326 344 5. 
Trade Credits, 1-3 years 48 84 75. 
Bank Leans, 3 year & above 20 51 155. 
Foreign Direct Investment 68 143 110. 208 
2. Long-term Repayments 276 408 47. 378 
3. Net Short-term Capital (under 1 year) -21 46 - 214 
Changes in Foreign Exchanze Holdings -159 —-340 - -108 
(Minus sign shows increase) 
Errors and Onissions 4] -11 ~ 0 
Foreign Exchange Holdings 694 1,034 4g, 1,142 


—_—_ 


-24, 
28 


COW ODO OVUTIW NM CO ANW ON OVO 
‘ 3 
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a/ Overall Resources Budget, the Goverrment's official econanic forecast 

~ for 1974, which was based on initial preliminary data for 1973. Revised 
preliminary data for 1973 shown above is senerally more favorable, e.g. 
the goods and services deficit is only $467 million compared to $602 
million in initial estimate. 


Source: Bank of Korea and Economic Plannine Board 


In its official forecast for 1974 (based on initial preliminary 
1973 data), the ROKG projected a 39% increase (now 37%) in exports 
in 1974 to nearly $4.5 billion, of which only about 12% was assumed 
to be an increase in volume. The strongest export performance 

is expected from ships, cement and electronics, with textiles 

and plywood doing less well. Imports were forecast to increase 

by 43.5%, nearly all accounted for by price increases. Crude 

oil imports were expected to account for 38% of the increase, 

thus contributing heavily to a projected commodity trade gap of 


$1,112 million, or more than double that of the revised 1973 
figure. 
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Similarly pessimistic forecasts were made for the invisibles 
sector, where the balance is projected to swing from 1973's 

$84 million surplus to a $129 million deficit in 1974. Tourism 
income was forecast to decline with the anticipated economic 
slowdown in Japan and earnings from U.S. Forces Korea were also 
projected to decrease somewhat. Service payments for freight 

and other categories were also expected to increase substantially. 
The combined deterioration was estimated to result in a record 
net goods and services deficit of $1.2 billion and a net current 
account deficit of $1.0 billion. 


This deficit was expected to be financed by an increase in net 
capital inflows from $630 million in 1973 to $1.1 billion in 
1974. Net capital inflows of over 1 year term are projected to 
account for nearly $900 million of the total, with a substantial 
increase in short-term borrowing accounting for the rest. 
Korea's ratio of debt service to goods and services earnings, 
however, declined from 18% in 1972 to 14% in 1973 and should be 
about 12% in 1974. While gross foreign exchange holdings are 
expected to increase by $108 million to $1,142 million, this 
would equal only about two months imports of goods and services 
at the end of 1974, and net foreign assets are expected to 
decline, 


The key to achieving 1974's export increase goal would appear to 
be consolidation of 1973's 204% increase in sales to the Japanese 
market. First quarter exports to Japan and other markets generally 
continued 1973's rapid pace of expansion but letter of credit 
arrivals increased at a much less rapid rate, reflecting soft 
spots in demand for textiles, plywood and other exports. While 
international inflation alone will probably cause the export 
target to be reached, it is also causing a steep rise in imports 
so far in 1974, making it likely that the import estimates 

($5.6 billion fob and $6.2 billion cif) will be exceeded. On 

the other hand, the forecasts of service receipts, particularly 
for tourism, will undoubtedly prove too pessimistic, as in past 
years. 


First Quarter Performance Stronger than Anticipated, but Trade 
Deficit Grows 


Even though exports continued to grow at roughly the 100% rate 
of increase experienced in 1973, the balance of payments deterio- 
rated in the first quarter of 1974 due to an even larger increase 


in import payments. While normal balance of payments data are 





not yet available, Korea's trade deficit on a "cash" (Korean 
foreign exchange) basis increased from $28 million to $351 

million in the first quarter, as compared to a year earlier. 

This deficit was financed mainly by a substantial increase in 
short-term trade credits and by a large reduction in overseas 
foreign exchange holdings of Korean banks. Gross foreign exchange 
holdings fell by $66 million (to $968 million) in the first quarter 
while net foreign assets fell by about $170 million to approxi- 
mately $775 million. (All 1974 data are preliminary. ) 


After a normal seasonal decline in January, the industrial pro- 
duction index rose again in February. At the end of two months, 
on a seasonally adjusted basis, it stood 45% higher than one year 
before. Shipments, however, are falling off, and inventories 

are building up (on a voluntary and involuntary basis) creating 
demands for more credit, e.g., by spinning mills. The high level 
of imports during the first quarter reflects some materials 
stockpiling efforts as well as large price increases. With some 
soft spots in export demand, many manufacturers are having diffi- 
culties passing on higher import costs and some slowdown in pro- 
duction and import demand is likely in the second quarter. 
However, the official outlook is for a pickup in export demand 

in the second half, based on rising industrial activity and 
incomes in Japan and the U.S. Domestic construction activity 

has slackened somewhat as new construction permits have fallen. 


The Government is attempting to pursue a tight monetary policy 
to combat inflation. During the first quarter, the money supply 
grew only 3.2%, after a 40.6% increase during 1973, mainly due 
to the decline in net foreign assets. First quarter increase in 
savings deposits fell short of the targeted increase, however, 
partly reflecting a diversion of business saving from banks to 
new short-term financial institutions. Domestic credit increased 
by 8.9% in the first quarter, roughly in line with the 32.2% 
annual increase agreed with the IMF under a Standby Agreement 
for 1974. The Government began operation of a new National 
Investment Fund (for channeling bank and other savings into 
industrial investment) in January and continued efforts to have 
new securities floated on the Seoul stock market. 


Inflation accelerated in the first quarter, as the Government, 
acknowledging price pressures and the ineffectiveness of controls, 
allowed substantial price increases for many products. Wholesale 
prices rose 23.8% during the period, (and 30% through April) 


compared to a 15.1% gain during all of 1973 (December to December 





basis). The Seoul Consumer Price Index climbed 13.2% in the 
first quarter, although actual market prices of some items, 

such as rice, rose by more than the index prices, Like other 
governments, the ROKG hopes that inflation will slow down later 
in the year, but a wholesale price increase of about 40% for the 
year is considered possible. 


Budget Appears Non-Expansionary 


Budget performance in the first quarter reflected the continuing 
effects of last year's boom on the revenue side, and the cutback 
in obligated expenditures announced as part of the series of 
"economic emergency measures" adopted January 14. The emergency 
package also provided income tax relief for low-wage earners, 
which still permitted first quarter revenue collections to out- 
strip expectations. A surplus in the budget proper of W52.5 
billion in the first quarter partially offset a combined deficit 
of W118.2 billion for the Grain Management Fund and other Special 
Accounts, most of which represented a carryover of 1973 deficits 
not financed until 1974. While an overall fiscal deficit of 

W31 billion was incurred in 1973, an overall fiscal balance was 
estimated for 1974 (budget balanced at W880.5 billion and special 


accounts balanced at W655.1 billion). While the goal announced 
in January of a W50 billion cut in expenditures could produce a 
fiscal surplus, a sizable deficit in the Grain Management Fund 
and other uncertainties could also result in an overall fiscal 
deficit. 


Concessional Aid Still Required 


Korea's economic plans and foreign financing requirements were 
reviewed at a Consultative Group meeting of donors in Paris in 
March. The Group concluded that, on the basis of its performance 
and plans, Korea deserves continued external support and that 
commitments of medium and long-term loans of about $1.5 billion 
a year will be needed in the next two years, of which at least 
one-third should be official aid to avoid future debt-servicing 
problems. Korean plans call for $500 million in official loan 
commitments in 1974, including up to $300 million from the IBRD 
and ADB and at least $200 million from Japan, the U.S. and West 
Germany combined. 


While public loan commitments fell from $590 million in 1972 to 
about $375 million in 1973, due to suspension of PL 480 sales 


and reduced Japanese aid commitments, actual disbursements under 





official loans increased somewhat to $369 million. The Koreans 
hope that the improving U.S. agricultural supply situation will 
permit early resumption of PL 480 sales. About $1.0 billion in 
medium and long-term commercial and bank loan commitments are 
projected for 1974, with arrivals estimated at about $735 million 
(compared to only $480 million in 1973). The Korean Government 
expects disbursements under long-term foreign bank loans to reach 
$140 million this year and it still plans to float government- 
guaranteed bonds on foreign capital markets as soon as market 
conditions permit. 


IMPLICATIONS FOR THE UNITED STATES 


Rapid economic growth over the past five years has changed the 
Republic of Korea's economic relationship with the United States 
from that of a substantial aid recipient to an important trading 
partner. Korea is now within the top fifteen export markets of 
the United States, as well as a major supplier of textiles, 
plywood, electronic components, wigs, and footwear. 


Investment Climate Still Generally Favorable 


By the end of 1973 private foreign loans and equity investments 
approved by the Economic Planning Board (EPB) since 1959 reached 
a total of $3,729 million. Of this $3,079.6 million was loans 

and $650.2 million equity. United States investments amounted 

to $174.3 million (26.8%), Japan $436.9 million (67.2%) and 

other countries $39 million (6%). (Investment arrivals totalled 
$395 million through 1973 but are not available by country.) 
During 1973 EPB approvals of foreign equity investments in Korea 
amounted to $314.1 million, almost triple the 1972 figure. About 
95% of this was from Japan, reflecting greatly increased interest 
in cheaper Korean labor and land following the yen devaluations. 
As a policy the Korean Government gives priority to joint ventures 
on a 50/50 basis, but permits some initial holdings of 100% equity 
with negotiable conditions applying to future equity shares. 


The minimum allowable investment was raised recently from $50,000 
to $200,000 per project, except in electronics where $100,000 is 
allowed. At the same time the Government issued guidelines 
favoring investments directed to the development of the country's 
heavy industry. The EPB has also established 17 industry cate- 
gories, each with different conditions of foreign investment, 
i.e., minimum capital to be invested, percentage of foreign 





Table 4. MAJOR COMMODITY EXPORTS TO U.S. AND JAPAN 1972 & 1973 


FOB Value 
In millions of dollars 


U.S. Japan 
1972 1973 % Change 1972-1973 —% Change 


Textile Yarn & Fabrics 24 22 
Clothing 2ho U7 
Plywood 141 173 
Electrical Products 75 172 
Steel Products 72 65 
Wigs 57 62 
Footwear Ky 58 
Fruits and Vesetables 9 14 
Office Machines, 12 8 ) 
Toys 18 10 235-5 
Fish & Fish Preparations 14 ; 113 122.3 
Plastic Products 7 ; 12 342.9 
Cutlery (Spoons, Forks, etc.) 0 

Non-Electrical Machinery 22 289.3 
Meat 19 81.3 
Petroleum Products 1° 45.5 
Metal Ores 18 Ex 
Lumber 19 469, 
Manufactures of Metals 18 309. 
Crude Minerals 14 97. 
Printed Matter 13 509. 


! 
co 
W 


100 301 198.1 
281 261.7 

78 376.1 

60 189.8 

15 393.3 

7 10.2 

20 503.3 

13 78.7 


a) 
N 
COL.1O 19 NM NY 


ONAN CONMW NO 


RMPWUWA MU 


Totals 759 1019 34.3 1240 203. 


rs 
~— 


Note: OCA statistics do not include military or offshore tuna sales. 


Source: Office of Customs Administration. 


ownership, permitted production capacity and export requirements 
to be met. Despite its increasing selectivity, the Government 
still attaches considerable importance to the inducement of 
foreign capital and technology to achieve its economic develop- 
ment program. On balance the investment outlook is still 
generally favorable, but investors can expect a closer relation- 
ship with government plans and offices than prevailed in 

earlier years. 





U.S. Exports Increase 84% in 1973 


As a market Korea is of interest to U.S. suppliers of agricul- 
tural goods, raw or other industrial materials and some types 

of machinery. As Table 5 shows, over $400 million worth of 

U.S. grains and $197 million of other agricultural items were 
imported last year. With supply shortages forcing the suspen- 
sion of PL 480 shipments in mid-year, most of these imports were 
commercially funded. Although the resumption of PL 480 shipments 
is expected at some future date as a means of discharging commit- 
ments already agreed to before last year's suspension, new PL 480 
supplies are not anticipated before mid-1974. Hence, the great 
bulk of agricultural imports from the U.S. this year also is 
likely to be commercially funded. The higher prices of scrap 

and industrial intermediate goods in 1974 probably will ensure 

a sizable increase in the value of imports of these items from 
the U.S. 


Table 5. MAJOR COMMODITY IMPORTS FROM U.S. AND JAPAN 1972 & 1973 


CIF Value 
In millions of dollars 
Percent Japan 


1973 


U.5. 
1972 1973” Chance 1972 


Percent 
Change 


Grains — 
(Wheat ) 
(Rice) 
(Barley ) 
(Corn) 

Electrical Products* 
(Electronic Conponents) 
(Tape & Record Players) 

Transport Equipment 

Fibers 
(Raw Cotton) 

Serap 
(Ferrous) 

Non-electrical Machinery 

Logs 

Beef Tallow 

Pulp amd Paper 

Chenicals 

Soybeans 

Hides and Skins 


247 10 


(123) 
( 87) 
( 10) 
( 23) 
69 

( 47) 


29 
89 
(83) 
32 
23 
53 
11 
16 
11 


(235) 
( 78) 
( 52) 


( 37) 


130 


(102) 


127 

123 
(109) 
78 
52 
67 
30 
27 
22 
20 
18 


18 


(91) 
(-10) 
(420) 

(61) 


38 


(117) 


338 
38 
(31) 
144 
126 
26 
173 
69 
100 
233 
260 
157 


14 


199 
(29) 
(34) 

19 
80 


15 


351 


10 


26 
(164) 
(297) 


5 
4 


lil 


206 
70 


42 
39 


Crude Fertilizer and Minerals 13 18 

Non-Ferrous Metals 11 450 

Fuels and Petroleum Products 8 700 

Total (includes Others) 647 1194 84 

e/ Embassy estimates. P/ Preliminary. * Combines SITC 72 & 
Source: Office of Customs Administration. 
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At $117 million, aircraft led the list of single machinery 
category imports in 1973. Korean Airlines plans to purchase 

some large size passenger transports in 1974, but the leading 
import category probably will be electronic equipment components. 
The later are imported for the most part for processing or 
assembly and re-export. Other products in demand in the Korean 
market in 1974 are: textile machinery, metalworking machinery, 
heating and cooling equipment, materials handling equipment, 
scientific laboratory and process control instrumentation, large 
size engines, pumps, generators and power transmission equipment, 
construction and mining equipment, computers and business machines, 
medical instrumentation, communications and navigation equipment 
and production machinery for electronic goods assemblers. More 
detailed marketing information is available from the U.S. Depart- 
ment of Commerce through its nearest District Office. 


In March 1974 the new U.S. Trade Center in Seoul opened with a 
display of U.S. marine electronic gear and related products. 

A month later the Center served as headquarters for the official 
U.S. Shipboard Engineering Equipment Trade Mission. While the 
Center is booked extensively for single firm shows or industry 
trade missions for much of the year, some dates are still avail- 


able for companies which would like to use the Trade Center 
product display and other facilities to enhance their product 
promotion in Korea. Interested firms should write to the 
Commercial Attache, U.S. Trade Center, American Embassy, APO 
San Francisco 96301. 


Heavy Industry Projects Moving Ahead 


Although Japanese and Canadian firms appear to have secured a 
number of the first-stage projects, development of heavy and 
chemical industry still offers significant trade and investment 
opportunities to U.S. firms willing to undertake strenuous sales 
efforts. In mid-1973 the Government published the outlines of 
a new high-growth industrial expansion plan through 1981. 
Investment requirements of industry projects under the plan 
have been tentatively revised upward to around $14-15 billion 
from the original $10 billion. The U.S. is expected to be a 
major financing source. Discussions between the U.S. Export 
Import Bank and the EPB have identified over $700 million of 
possible ExIm financing over approximately the next 18 months 
for various projects in Korea, many of which are part of the 
heavy industry development plan. 





Although implementation of low energy-consuming projects is 
being emphasized currently and the plan will be reexamined 
later this year, the Government still expects that its 1981 
targets can be met despite the higher costs of oil. At the 
moment, the most questionable of the plan's six industrial 
sectors is petrochemicals, which assumed the construction of 
three new oil refineries to supply basic feedstocks. Plans 
for at least two of the three refineries have been suspended. 
The chances are that, despite delays due to the oil crisis, 
much of the petrochemical industry expansion contemplated in 
the plan will go ahead, and will provide some good trade and 
investment possibilities for U.S. firms. 


The most progress to date has been in the shipbuilding industry. 
Including the approximately $100 million worth of steel ships 

to be delivered this year, Korea's new shipbuilding industry 

has already secured export orders totalling $572 million for 
delivery from 1974 through 1977. Three large scale shipyards to 
be able to build up to a 1,000,000 DWT vessel are in the expan- 
sion, construction or planning stage now. One firm is beginning 
its procurement of shipyard machinery under a $72 million U.S. 
Export Import Bank supported loan package for its new yard now 
under construction. This is the best opportunity for U.S. manu- 
facturers of all types of shipyard equipment. 


As demand for steel in Korea is estimated at 13.5 million tons 
by 1981, the crude steel production capacity of the Government- 
owned Pohang Iron & Steel plant will be doubled, to 2.6 million 
tons. A second mill -- now the subject of a feasibility study 
by a U.S. company -- with a 5 million ton or more capacity is 
also planned. The first phase of the non-ferrous metals expan- 
sion will be the construction by 1976 of a 100,000 ton per year 
copper refinery and an 80,000 ton zinc refinery. Three Korean 
firms and a Canadian company have been designated for the 
non-ferrous projects. 


A separate industrial estate is being established at Changwon 
near Pusan as a machine industry base. The plan calls for an 
initial group of 21 factories by 1981 with an estimated total 
investment of about $300 million. The plants desired are grouped 
into several categories: raw materials -- castings and forgings; 
components -- bearings, gears, fasteners; machinery -- machine 
tools, materials handling equipment, other machinery for the 
fiber, chemical, and electrical industries; and automotive 

parts to increase the domestic content of motor vehicles pro- 
duced in Korea. 





a major force in 
the economy 


The franchise method of distribution is 
a significant part of the nation’s market- 
ing system and sales are expected to 
reach $178 billion in 1974. The Con- 
sumer Goods and Services Division, 
Bureau of Domestic Commerce, has a 
continuing program which collects and 
publishes data on franchising by key 
business sectors. 


Franchising in the Economy, 1972-74 Franchise Opportunities Handbook 
(1974-542-653/126) at $1.25 each (September 1973) at $2.20 each 
Number of establishments [] Data on 521 franchise operations 
Volume of sales Description of operations 
Employment in franchising Equity capital needed 


International operations Training provided 
Changes in ownership [-] Sources of franchising information 
Data by key business sectors [] Checklist for evaluating a franchise 


U.S. DEPARTMENT OF COMMERCE / Domestic and International Business Administration / Bureau of Domestic Commerce 


ORDER FORM — Please send me ___ copy(ies) of | enclose $ (check, money order, or Supt. of Documents 
0 Franchising in the Economy, 1972-74 coupons) or charge to my Deposit Account No 

(Catalog No. C57.502:F84/972-74), at $1.25 each. | "*t*! Amount $-————_—_—_ 
[_] Franchise Opportunities Handbook MAIL ORDER FORM 

(Catalog No. C57.16:973). Sept. 1973, at $2.20 each. WITH PAYMENT TO FOR USE OF SUPT. DOCS. 


Enclosed 
Name Superintendent of Documents to be mailed 
U.S. Government Printing Office een 


Washington, D.C. 20402 Refund 


Coupon refund 
Postage 


Address 
or any U.S. Department of 
City State Zip code Commerce District Office 


(please type or print) 


MAKE CHECK OR MONEY ORDER PAYABLE TO SUPERINTENDENT OF DOCUMENTS 


To Insure Prompt, Accurate Shipment, Place Correct Address on Mailing Label Below 


U.S. Government Printing Office 
Public Documents Department POSTAGE 
Washington, D.C. 20402 AND FEES PAID 
Name = is GOVERNMENT 
OFFICIAL BUSINESS PRINTING OFFICE 
Oe 375 
Return after 5 days Special Fourth Class Rate 
City, State, are ZIP Cee cece Book 


* U. S. GOVERNMENT PRINTING OFFICE: 1974~—542-912/134 3-1 








